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OUR FAMILY SKELETON. 

BY JOHN F. HUME. 



The Governors of a number of the Southern States recently 
had a pre-arranged conference at Kichmond, Va., to whose pro- 
ceedings it was manifestly intended that public attention should 
be invited. The declared purpose of its members was to consult as 
to the best measures for bringing to the communities they repre- 
sented an increase of capital and population. With that end in 
view, it is certainly somewhat curious that, so far as the public is 
advised, the distinguished conferees, in the course of their delibera- 
tions, unintentionally overlooked, or intentionally ignored, what 
is to-day one of the principal hindrances to Southern growth and 
prosperity. I refer to the repudiated or 'neglected debts of sundry 
of our States. 

It will doubtless surprise a good many people to learn the 
amounts that are owing by American States, which are discredited 
by non-payment of either principal or interest, or of both. Some 
information on this point can be gained by consulting the list of 
securities dealt in at the New York Stock Exchange. If anyone is 
desirous of getting some bonds that bear the great seal of an 
American State for very little money, he can there find between 
eight and nine millions of dollars, par value, in the obligations 
of the State of Arkansas, that will cost him, according to current 
quotations, between ten and fifteen cents on the dollar. 
If his preference should be for the undertakings of the 
older State of North Carolina, he can get, in the same way, 
nearly twelve millions of them, by paying from five to eight 
cents on the dollar. If, however, his inclination should 
lead him to select paper of the more aristocratic South 
Carolina, he can be supplied to the extent of six millions of 
dollars at from two to five per cent. And, if his admiration 
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for venerable names and institutions should carry him still 
further, he can get at a low figure certificates representing 
original bonded issues of the State of Virginia amounting, with- 
out interest, to fifteen millions of dollars. This last statement 
may be a puzzle to some readers, who have recently been informed 
that Virginia has settled her disputed indebtedness by a compro- 
mise with her creditors. That settlement, however, extends to 
only two-thirds of the debt. The other third Virginia has abso- 
lutely discarded on the not altogether unplausible ground that, 
when she was divested of one-third of her territory and wealth by 
the creation of the new State of West Virginia, she was to that 
extent equitably absolved from obligation, and she has set it over 
to West Virginia to take care of. And what has West Virginia 
done about it ? As part of the original debtor State she was 
equally liable with the rest of the commonwealth, and as an honest 
community she could not decline to contribute, at least propor- 
tionately, to the debt's extinguishment, without further under- 
taking. But there was fresh assumption on her part. The act 
of Congress under which she accepted admission into the Union 
as a separate State required her to discharge her full share of the 
old indebtedness, and the constitution under which she did enter 
the Union, and which became a solemn compact with all the 
world, provided that "An equitable proportion of the public 
debt of the commonwealth of Virginia, prior to the first of Janu- 
ary in the year 1861, shall be assumed by this State." 

But, although more than thirty years have passed since the 
foregoing agreement was entered into, West Virginia has not 
paid one cent of the liability she assumed, nor does she show the 
slightest disposition to do so. Under such conditions it is not 
surprising that the certificates referred to should command at the 
Stock Exchange only from six to seven cents on the dollar, which 
seems to be the world's estimate of the value of West Virginia's 
promises-to-pay. 

In this matter of the Virginia debt great inequity has been 
done. Old Virginia has been denounced as a repudiator the 
whole world over, and yet she has never refused to settle with her 
creditors for her proportionate share of the debt on some basis, 
and according to what she claimed to be the full measure of her 
ability, in the end making what is conceded to be the amende 
honorable ; while West Virginia, just as strongly obligated from 
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the beginning, and fully as able to perform her stipulations, doing 
nothing whatever, has encountered scarcely a word of criticism. 
The charge of repudiation has been strangely misplaced. It is 
West Virginia that should be pilloried. 

But the Stock Exchange list does not tell the whole story of 
State defaults, by any means. It does not tell it fully in the case 
of any of the States just named, and there are others whose 
neglected obligations are not admitted to Wall Street's famous 
market at all. Georgia has issued nine or ten millions of those 
last referred to ; Florida is responsible for four or five millions 
more, and Louisiana for twenty millions. As far back as 1842 
Mississippi had put out seven millions of her bonds that went to 
the European market. Their disposition was fair enough, but 
Mississippi soon made an alarming discovery. Her Governor an- 
nounced in a message to the people of that State that their bonds 
had fallen into the hands of a person "in whose veins flows the 
blood of Judas and of Shylock, and who unites the qualities of 
both his countrymen." " He," continued His Excellency in his 
picturesque way, " has mortgages upon the silver mines of Mexico 
and the quicksilver mines of Spain. He has advanced money to 
the Sublime Porte, and taken as security a mortgage upon the 
holy city of Jerusalem and the sepulchre of our Savior. It is for 
this people to say whether he shall have a mortgage upon our cot- 
ton fields and make serfs of our children." Of course, the people 
of Mississippi were horrified at the idea of being in the clutches 
of such a monster, and naturally decided to contribute no more 
of their sweat and means to enrich the house of Eothschild. 
Nor have fifty years sufficed to overcome their indignation. 
Not a dollar in all that time have they paid on account of either 
principal or interest. 

Without going further into particulars, it will not be difficult 
to credit the statement that the indebtedness which is evidenced 
by debentures of American States that have long been disowned or 
dishonored, to say nothing of unpaid interest that considerably 
overruns the principal, exceeds one hundred millions of money. 
Nor does that amount include the undertakings of States like 
Tennessee and Alabama, that have been arbitrarily " scaled " — 
sometimes more than once — until the residuum became very 
meagre, and was accepted by creditors only as a choice between 
something and nothing. Such settlements were quasi-repudia- 
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tions. In principle, if in no other respects, they differ most 
essentially from the adjustment recently entered into by Virginia, 
which was a compromise and an agreement in which all parties in 
interest were participants. And here it is well enough to remark 
that by no means is the whole of the foregoing amount made 
up, as many have been led to suppose, of securities issued under 
the " Carpet-Bag " regime. The bonded debts of Virginia and 
Mississippi were all of ante-bellum date, as were many of the dis- 
carded or " scaled " issues of Arkansas, Tennessee, Louisiana, 
etc., etc. Nor were all "Carpet Bag " debentures fraudulently 
created and their proceeds misapplied. 

Nor in the same amount is there included certain rejected 
State obligations for which debentures have never been issued. 
For instance, the State of Texas has out between eight and nine 
thousand certificates or warrants, each calling for 640 acres of 
land, and the whole aggregating an area nearly twice the size of 
Connecticut. For over ten years the holders have been unable to 
get either land or its equivalent. As we have in this case a rather 
striking illustration of the temper shown by more than one 
American State towards those who have trusted in its engage- 
ments, it seems altogether proper that the facts should be given. 
When Texas entered the Federal Union she retained her public 
domain, which was very large. At the same time, in a market- 
able sense, it was very worthless. The writer has heard one of 
the largest land owners of that State speak of the time when he 
was accustomed to purchase a 640-acre section of land with a 
pony, the price of which was five dollars. The want of transpor- 
tation facilities was the drawback, and Texas decided to assist in 
the construction of railroads. Any company building a certain 
length of railway became entitled to a certain number of land 
warrants, locative on any of the State's vacant and unreserved do- 
main, which, being negotiable, were sold all over the country, 
and almost wholly to people outside of the State. The re- 
sult of this policy, however, was such an advance in the 
price of wild lands that Texas in time discovered that the 
faithful fulfilment of all her contracts would involve a 
considerable sacrifice. It was at a time when repudiation in that 
part of the country was prevalent, and she caught the contagion. 
Accordingly her legislature, without warning to the holders of 
her warrants, passed an Act declaring that the land intended for 
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their satisfaction was " exhausted," and putting an end to the 
whole land warrant business. This was done without providing 
any compensation to the owners of such warrants as were cut off. 
At the same time for her own people and her own uses Texas 
seemed to have a superfluity of land. Besides munificently en- 
dowing her schools and other public institutions from her unap- 
propriated domain, she applied over three millions of acres, which 
which were soon afterwards valued at twenty millions of dollars, 
to the erection of a magnificent State House, and gave twelve 
hundred and eighty acres to her citizens who had served as sol- 
diers in the Confederate ranks (nothing to Texans serving in the 
Union army), and to "servants attending such soldiers." It was 
only for outsiders who had purchased her unexecuted agreements 
that she was landless. And what business had Texas, if she was 
indeed short of land and too poor to provide an adequate substi- 
tute, as she knew exactly what her territory was, to put out cove- 
nants that were not to be fulfilled ? Wherein would such action 
differ from that of a person making and marketing promises-to-pay 
which he knew he could not take care of — a proceeding that would 
ordinarily be set down as plain and simple cheating? The im- 
munity of the offender in this instance from the usual conse- 
quences of the transgression only increases the scandal, because 
a transaction that would send a private citizen to the penitentiary 
is none the more reputable because the deed of a sovereign 
State. 

But although, so far, only Southern States have been men- 
tioned as delinquents, it is not intended by the writer to convey 
the impression that repudiation has been confined to the south 
side of Mason and Dixon's line. It is a plant that first grew on 
Northern soil. Even before Mississippi's defalcation the witty 
English divine, Sidney Smith, declared that if he were to meet a 
citizen of the State of Pennsylvania at dinner he would feel like 
stripping him of his clothes for distribution among the guests. 
The reason was that Pennsylvania had " gone back " on some of 
her bonds that had been sold to Englishmen, and it was possible 
that the reverend joker was one of the sufferers. Pennsylvania, 
however, soon redeemed her contracts and her reputation. Both 
Indiana and Michigan for a time "laid down" on their obliga- 
tions, the first because unable to pay, the second because 
she was unwilling. Both succeeded before very long in putting 
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matters right. The last of the Northern repudiating States was 
Minnesota, whose case is not only interesting in itself, but con- 
veys a healthy moral and a good deal of useful instruction for 
some other communities. Minnesota, away back in the fifties, 
lent ' her credit to railroad companies that were build- 
ing in her territory. Bonds were issued, but very 
little road was constructed. It was a case of palpable 
cheating, and probably beat anything in the category of Southern 
carpet-bag operations about which so much has been heard. The 
people of Minnesota revolted against the swindle, and voted an 
amendment to their State constitution forbidding the payment 
of the bonds. For twenty-three years that barrier stood unbroken. 
But at last Minnesota put at the head of her State administration 
a man who held that a good name is worth more than money; or, 
perhaps, to express it more accurately, is money ; and that the 
rule applies as well to communities as to individuals. Governor 
Pillsbury resolved to give his State a clean bill of health. He 
adroitly managed to bring the constitutional inhibition before 
the courts, which promptly decided it void under the provision 
of the United States Constitution that forbids legislation impair- 
ing the obligation of contracts — a ruling that will apply to all 
enactments of the sort in other States, and which makes them 
legally not worth the paper they are printed on. That obstruc- 
tion having been removed, legislation to settle the debt was 
quickly passed. When the first act was declared inoperative on 
account of a technical defect the Governor at once convened the 
legislature in special session, and a perfect law was substituted. 
By that act Minnesota was relieved of a stigma that threatened a 
perpetual blight. It was the wisest step she ever took, thanks to 
the courage and ability of the man she had put at the head of her 
affairs. Fortunate would it be for several other States if they 
had Pillsburys for their Governors. 

It is hardly necessary to argue that the impairment of a State's 
credit must impede its progress. Such a proposition needs no 
demonstration ; it is self-evident. It is the natural inclination of 
both capital and population to shun a community where contracts 
are not respected. The effect of such a condition of things was 
perhaps, never better described than in a letter appearing in one 
of our Northern journals in 1882, which was written by an intelli- 
gent observer in New Orleans three years after the State of Louisi- 
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ana had most flagrantly broken faith with the holders of many 
of her bonds. Said the writer : 

" The unsettled condition of the finances of Louisiana for three years 
past has seriously obstructed her growth and prosperity, causing a univer- 
sal distress which has not merely impaired the credit of the commonwealth 
but has also to a great extent injuriously affected individual credit, pre- 
vented investment of foreign capital, and excluded immigration," 

The picture was as true of other States as it was of Louisiana 
at the time it was sketched, and it is yet true to a very consid- 
erable extent. Of this fact we need no other proof than the de- 
pressed condition of the South's principal industrial corpora- 
tions, viz. : her railroad companies. With the business and 
population of a long settled country, not only is she without lines 
corresponding in profitableness to the Centrals of New York and 
Pennsylvania, but her railroads are even less prosperous than 
those spanning the almost unsettled regions of the Northwest. 
Georgia is her recognized leader in wealth and enterprise, but 
most of Georgia's roads are in receivers' hands. It is not so 
much that outside capital avoids the South. There is plenty of 
it seeking her coal and iron and timber lands, and even millions 
have disappeared in her luckless " boomer " cities and towns. 
Why is it then, that, when we come to her railroads, their stocks 
are shunned by investors, and even their mortgage securities go 
at murderous discounts. Is it not because, being quasi -public 
institutions, operating under State legislation and supervision, 
they share to a considerable extent the discredit of their legal 
masters and sponsors ? They, however, are not the only interests 
affected. All corporations in repudiating States, including cities 
and counties and towns, are more or less sufferers in the same way. 
This thing has been strikingly illustrated. The State of Mis- 
souri, at the close of the Civil War, found itself very heavily in- 
debted, besides having its taxable resources fearfully reduced. 
It had imprudently lent its credit to railroad companies before 
the war, and much unpaid interest had accumulated. But, in- 
stead of repudiating the debt in whole or part, Missouri went 
bravely to work to resume payment in full, and soon had its credit 
reestablished. Adjoining Missouri is Arkansas, which found 
itself in much the same condition. But, instead of studying 
how to pay its debts, Arkansas began to study how not to pay 
them, and wound up by so amending its constitution as to re- 
pudiate the greater portion. Not only are Missouri's State obli- 
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gations to-day above par, while those of Arkansas are down to- 
wards zero, but municipal and other corporate debentures created 
in Missouri command much better prices than those belonging to 
Arkansas. And what is true at that one point runs all along the 
line. The boundary between the debt-paying and the non-paying 
States marks a sharp break in the level of values. All market 
prices that depend upon public and quasi-public credit are higher 
on one side than on the other. Why it is so is not a matter of 
conjecture. The cause is as obvious as the fact. 

There is another way in which repudiating States have been 
made to suffer that should not be over-looked. Scarcely one of 
them but has been the victim of' serious official defalcation. 
And while all, or nearly all, repudiating States have had their 
troubles with faithless treasury officials, it is a notable fact 
that, with the exception of Wisconsin, that has had a con- 
troversy over interest collected on State funds, and one State 
south of Mason and Dixon's line, the other States have been 
exempt. It is safe to say that, since the war, the debt-paying 
States have not permanently lost a dollar by treasury defalcations, 
while the losses of the non-payers mount up to the millions. Nor 
is it in State departments alone that the difference is to be seen. 
Delinquencies on the part of city, county, and other corporate cus- 
todians have been notoriously much more common in defaulting 
States than outside of them. There is nothing very remarkable 
in this — certainly nothing that is mysterious. It is simply another 
exhibition of cause and effect ; for it is perfectly natural that, 
under such conditions, persons in subordinate places of trust 
should be drawn into evil courses. They are only following the 
broad highway of the State's example. The demoralization comes 
from above. The result, from an educational standpoint, is not 
altogether to be deplored. In being called upon from time to time 
to take portions of their own medicine, the recalcitrant States have 
had opportunities to learn something of its taste and its workings. 

There can be very little doubt about the decision when the 
final question of profit and loss is reached. The creditors of the 
delinquent States are not the greatest losers. The States suffer 
more than they do. Not a year passes in which the pecuniary in- 
juries they sustain, principally indirect, do not exceed the interest 
on the loans they discard. Indeed, it is a question whether their 
entire controverted indebtedness could not be compromised at a 
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figure little in excess of the annual loss it brings upon them. Nor 
is the loss abating with the lapse of time. The debts will not 
be forgotten, as long as their evidences are bought and sold in 
the markets of the world. How disreputable to States like 
Georgia and the Carolinas that their paper should be hawked about 
the streets of our business centres at a few cents on the dollar ! 
and what a scandal that contracts for 640 acres of land, issued 
according to law and for full consideration rendered, by as rich a 
State as Texas, should go, as they have been doing at some of the 
exchanges, at five dollars each ! Time only makes the matter 
worse, because the increasing wealth of the delinquent States robs 
them of the sympathy their misfortunes once created. 

Not that all the people of any State are in fault. There is 
not a delinquent community in which the better citizens, repre- 
senting its wealth and intelligence, would not rejoice in an hon- 
orable settlement with creditors ; but the trouble is that the debt 
question has been dragged into local politics, with the effect of 
arraying all the baser elements, under the leadership of scheming 
politicians, against the wiser policy. But that this difficulty is 
not insurmountable is shown by the recent action of Virginia. 
No State ever had a more pestiferous force to contend against 
than she had in her repudiation party, and yet her better and safer 
counsellors have prevailed. Virginia, freed from the burden of 
discredit by which she has been so long handicapped, may be 
expected to bound forward in the race and assume something of 
her ancient leadership. She has set an example that a number 
of her Southern sisters would do well, for their own sakes, to 
follow ; for nothing is more certain than that the States that first 
settle with their creditors will advance, and those that last settle 
will lag. If they are wise enough to walk in her footsteps, they 
will lose no time in burying the skeleton of the unpaid debt in 
the only way in which it can be effectually disposed of, instead 
of persisting in trying to hide or ignore it, while it is left gibber- 
ing above ground and stalking at will about the land.* 

John F. Hume. 

* A reply to this article, by the Hon. Clark Howell, editor of the Atlanta Con- 
stitution, will appear in the July number of the Review, 



